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PARTI ANNUAL BUDGET 


1.1. Mayoi' Speech 

BUDGETSPEECHBYCLiRlUELD GIBSON ANTHONY, MAYOROFGA-SEGONYANA 
LOCAL MUNICIPAUTY- 31^^ MAY 2012 

The Honorable Speaker 
Membersof the Executive Committees 
Honorable Councilllors 
Acting Municipal Manager 
OurChiefswho are present 
Managers and Officials 
Ladiesand Gentlemen 
Membersofthe Communities 

Speaker, I am privileged to table my maiden budget speech and integrated 
Development Plan forthe 2012/2013 financial yearbefore Council, 

Management and the membersofthe communities. 

I must confirm that it has been a long way of engagement since the draft 
budget/IDP wastabled in March 2012. Forthiscouncil it wasa learning curve as 
it was indeed the first formal Budget/IDP road showswith ourdifferent 
communities. 

Thisbudget wasdrafted against the difficult economic conditions facing notonly 
the global world but this region aswell. One of the main challengesof this 
municipality isourdeficiency in generating revenue. 

I must re-emphasize thatrevenue collection is the most integral partofour 
budget, ourfailure to recoverourcosts in providing servicesto ourcommunities is 
totally intolerable. 

Speaker, allow me to once again make my humble appeal to management to 
effectively reduce ourincreasing debtswhich if drastic measuresare not 
implemented thisdebtwill reach the R40 million markbefore the end ofthisyear. 

Honorable Councillors! am indeed honored to present to you ourbudget 
estimates for the financial year 2012/2013 which amounts to R196 186, 115.00 
and wasdrafted in line with ourintegrated Development Plan (IDP) in 
compliance with the Municipal Finance Management Act, Act56of 2003. 
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Ourtotal equitable share from national government isR65 874 000-00, library 
grant from the Northern Cape government R646 000-00, Municipal Infrastructure 
Grant isR55 163 000 thereby making ourtotal grants to be R126 464 000-00. 

We still have a mammoth task in diligently rendering an effective and efficient 
service delivery, particularly the provision of water, which the national standards 
stipulate that we should provide waternot more than 200 meters from each 
households. 

We also applaud the municipality for making a huge improvement in the Blue 
WaterDrop from 37% last to a remarkable 72% this year. All officialswho are 
involved in ourwaterreticulation and related processesshould keep up the 
good work. 

Madam Speaker, most communities during the road shows raised concerns 
ranging from our bad roads, water, refuse collection, RDP houses, electrification, 
housesand general households. 

Three unfinished community halls is still a mayorconcem and an embarrassment 
to this municipality, we cannot and I repeat we cannot allow a situation where 
projectsare made and cannot be completed and state fundsare used in 
paying service providers. I am calling to the Acting municipal MrMichael Mafa 
to make a follow-up on the saga around these hallsand report to the office of 
the Mayorwithin 7 days. 

High Mast Lights in ourvillagesare still laying down, this project was supposed to 
assist in minimizing criminal activitiesin ourwardsby providing during dark hours, 
howeverthishasembarrassed the municipality as communities a re complaining 
a bout these pollslaying down for more than two years. 

Sports facilities a re also not complete like the ones in Gamopedi, Maruping and 
Gantatelang and again the communitiescomplaining. Honorable councilors it 
cannot be that we continue doing projects yet we cannotfinish them and we 
cannot also maintain ourown infrastructure. 

Dear councilors, officials and management, it is unfortunate that we invest a lot 
offundsin developing ourcommunitiesthrough different projectsand othersare 
just left without being completed. 

At one stage consultants, contractors and municipal officials will have to 
account because these people are continuously paid even if some ofthese 
projectsare incomplete. Ascouncil we need to lookthe possibility of embarking 
on a blacklisting measure to these contractorswho do not finish projects. 
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The new Evaluation and Monitoring Commission was established in the office of 
the Presidency, with the sole aim of monitoring progressand all government 
sectors, Ga-Segonyana Municipality also through the Municipal Public Accounts 
Committee need to start playing an oversight role by monitoring the progressof 
ourdevelopmental projects. 

I am calling on management to fully equip thisoffice with necessary resources 
including the personnel staff and an office space foritsChairperson. This 
Committee was established with the sole aim of bringing a culture of 
accountability and the rule of law in the municipal environment. 

Honourable Councilors, this is in line with ourmission of being a community driven 
Municipality, with a developing and adapting infrastructure, serving all people in 
a focused, efficient and accountable manner 

The municipality is the coalface of service delivery, and the provision of such 
servicesstill remains to be one of ourbiggestchallenges, though we should 
admit thatourhuman needs currently exceeds the resourcesatourdisposal. 

Speakerlet me once again indicate that hould ratherovercome is the "debt 
collection" and it iscrucial that forevery expenditure, there must be a 
corresponding income. 

We have witnessed during ourIDP budget road showsthat are ourpriorities 
should make provision clean drinking water, sanitation, roads, electricity, land 
development and housing 2012/2013 budget. 

The Inter Ministerial Team ofthe Department Human Settlement had a visit in 
November2012 with the mission of assessing oursanitation system to replace the 
current Urine Diversion System (UDS) toilet system that is degrading the dignity of 
ourpeople. 

I believe in due course managementwill table a reporton the progress made 
since the visit of this team, more precisely that we have a huge challenge and 
backlog in oursanitation implementation plan. 

The provision of electricity, from a technical point of view, hasbeen a bit slow, 
due to the ever increasing demand and the influx of people from the 
neighboring municipality. 

Honorable Councillors, ourdisadvantaged and impoverished communities a re 
still receiving the free basic electricity and water and I am appealing to 
communitiesonce more registerin ourindigent register, if they are earning less 
th a n R3 200-00 p e r mo nth . 
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Honourable Councilors, we have noted with grave concern the deteriorating 
state of our tarred roadsand but hopefully through the intervention and 
consultation by ourtechnica I department with other stakeholders, Department 
of Public Workswe hope this crisis will be fully addressed. 

The report ofthe AuditorGeneral isonce again a disclaimer for the past five 
years. The management'saction plan hopefully will address this monsterthat 
haunting the municipality year in and yearout. Atone stage I believe asthe 
municipality we need to establish our own internal Audit Unit to assist in 
improving the financesof the municipality. 

In conclusion, ladiesand gentlemen, I would like thatto express my greatest 
gratitude to the team that brought this budget and IDP together, though I must 
raise this matterasconcem thatthe late submission of ourbudgetto treasury is 
not accepted. Councilorsare continuously receiving agendasvery late, and this 
has lately become a trend. 

We have an obligation asthe municipality to adhere to legislative timeframesof 
submitting relevant document and processes as prescribed in the Municipal 
Finance Management Act. 

I need to remind you honourable councilors that we have a collective 
responsibility of accelerating service delivery to ourcommunity, I urge you to 
continue to make a difference in the lives of our people and to bring hope 
where there isdespair, put a smile where there isa frown and light where there is 
darkness. 

It is my earnests believe that this budget will go a long way in addressing issuesof 
joblessness and poverty. Honourable Councilors, let usgo out there and speak 
the language of service deliveryand more service delivery to ourpeople asthis 
is the only language they want to hear. 

1.3 Exec utive Summa ly 

The application of sound financial management principles for the compilation of 
the Municipality's budget process is essential and critical to ensure that the 
Municipality remains financially viable and that municipal services provided are 
sustainably, economically and equitably to all communities. 
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The Municipality'scollection rate is not satisfactory: Currently the municipality 
collectsonly in Kuruman town, Mothibistad and Wrenchville. The Municipality is 
not able to collect from ward 4-12 because those areas a re rural and there is no 
billing system in place and also the areas a re underthe Chieftancy. Collection 
from Mothibstad residents still remains the Municipality's main challenge 
because Eskom isthe providerof electricity at Mothibstad. 

The Municipality has developed enhancement strategy to curb the increasing 
debt and to optimize the collection of debt owed by consumers. 


The main challenges experienced during the compilation of the 2012/13 IVTIREF 

can be summarised as follows: 

• The ongoing difficulties in the national and local economy as result of 
domestic strikesaswell asincrease in unemployment. 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource 
envelope given the cash flow realities and declining cash position of the 
municipality due to non payment from consumers; 

• The increased costof bulk electricity due to tariff increases from Eskom, which 
is placing upward pressure on service tariffs to residents. Continuous high tariff 
increases are not sustainable - as there will be point where services will no- 
longerbe affordable; 

• Affordability of capital projects - 

• The Municipality's ability to afford capital/borrowing to fund the aging 
infrastructure. 

1.4 Operating Revenue fiamewoik 
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For Ga-Segonyana Local Municpality to continue improving the quality of 
services provided to its citizens it needs to generate the required revenue. In 
these tough economic timesstrong revenue management is fundamental to the 
financial sustainability of every municipality. The reality is that we are faced with 
development backlogs and poverty. The expenditure required to address these 
challenges will inevitably always exceed available funding; hence difficult 
choices have to be made in relation to tariff increases and balancing 
expendituresagainst realistically anticipated revenues. 

The municipality's revenue enhancement strategy is built around the 
following key components: 

Revenue generated from rates and service charges forms significant 
percentage ofthe Municipality' budget. 

• Increase ability to extend new servicesand recovercosts; 

• The municipality's Indigent Policy and rendering of free basic services; and 

• Reviewed the Credit Control and Debt Collection. 

Operating grants a mounts to R71,587,000 fbrtiie 2012/ 13 financial year. 

Tariff-setting is very essential and forms strategic part of the compilation of 
the Municipality's budget. When rates, tariffs and other charges were 
revised, local economic conditions, input costs and the affordability of 
services were taken into account to ensure the financial sustainability ofthe 
Municipality Within this framework the Municipality has undertaken the tariff 
setting process as follows:. 

Property Rates 

Property rates cover the cost of the provision of general services. 
Determining the effective property rate tariff is therefore an integral part of 
the Municipality's budgeting process. Assessments will be determined 
according the new valuation roll as per MPRA 2004. Market related 
valuations with only one tariff per category will be used to determine yearly 
rates payable. The categories will be as follows: Households; Business; 
Agriculture and State Own Property. 

The following stipulations aie highlighted in the Property Rates Policy: 

All residential properties with a market value of less than the amountas 
annually determined by the municipality are exempted from paying rates. 

For the 2012/13 financial yearthe maximum leduction isdetennined as 
R25000.The impermissible ratesofRlS 000 contemplated in terms of section 
17(1) (h) ofthe Property Rates Act is included in the amount referred to 
above as annually determined by the municipality. The remaining RIO 000 is 
an important part ofthe council's indigent policy and isaimed primarily at 
alleviating poverty. 
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Indigent owners and child headed familieswill receive a 100% rebate from 
payment of property tax subject to application. 

The municipality's Property Rates Policy is compiled in terms of the Municipal 
Property Rates Act, 2004 (Act 6 of 2004) (MPRA); 

noposed Watertaiiff 

In terms of Circular No. 55: Municipalities are reminded to review the level 
and structure of theirta riffs carefully, with a view to ensuring: 

- Water tariffs are fully cost- reflective - including the cost of maintenance 
and renewal of purification plantsand water networks and 

- Waterta riffs a re structured to protect basic levels of service; 
and 

- Water tariffs a re designed to encourage efficient and sustainable consumption (e.g. 
through increasing blockta riffs) 

-If a municipality'swatertariffsare not fully reflective, the municipality should 
develop a pricing strategy to phase-in the necessary tariff increases in mannerthat 
spreadsthe impacton consumersovera period oftime. However, all municipalities 
should aim to have appropriately structured, cost- reflective waterta riffs in place by 
2014. 

In 2010/11 it cost Municipality R8to distribute waterto consumer, thisisasper 
PriceWaterHouseCoopersassessment report and atthattime the municipal tariff for 
2010/11 wasR3.50. Therefore the Municipality took a phase-in approach of spreading 
the difference overthe period of three years. A proposed tariff for water for 2012/ 13 
financial year will be R7.00 Indigents householdswill receive free 6 (kl) of waterper 
month. 

Bee trie Hy tariff 

Electricity tariff increaseswill be 5.4%forblock l(0-50k); 11.03%forblock2(51- 
350k);11.03%forblock3(351-400k) and 4(>600k) asapproved bythe National 
Electricity Regulatorof South Africa (NERSA)with effectfrom OIJ uly 2012. 

Othertariff 

There will an increase of 6%on othercharges based on the CPI/Inflation taking into 
account interest of poor ho use ho Id sand ensuring the sustainability of the 
Municipality. See attached tariff schedule for the proposed tariff increase for 
2012/ 13 financial year. 

Table 2 is the summaiy of the main revenue source of the Municipality. 

1.5 Operating Expenditure fiamewoik 

The Municipality's expenditure framework for 2012/13 is informed bythe following: 

• Infrastructure masterplan; 

• Funding the budget overthe medium term asinformed bySection 18and 19 of 
the MFMA; 
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• Operational gains will be directed to funding the capital budget and core services 

• For salaries, wages and allowances for officials, a provision of 5%increase ismade 
asperMFMA Budget Circular 59dated 19 March 2012. The same appliesto 
medical aid, pension, insurance and other salary related contributions. 

Provision is made for the following new posts: 

Fire fighter X 2 
Librarians X 6 
Chief Expenditure Clerk 
Bank Reconciliation Clerk 

• ForSection 56 and 57 Managersan increase of 5%ismade linked to a cost-of- 
living based on the market indicators which is not performance based. Reference: 
Government Gazette No. 29089 of 1 August 2006 Chapter 2 Section 7, Subsection4. 

• Remuneration packagesforCouncillorsare according to the Government gazette 
Notice No. 34869, dated 14 December 2011issued by the Minister of Local 
Government. 

• Priority hasbeen given to repairsand maintenance to provide forrapid growth of 
the Municipality as a result of mining activities. During the 2012/13 it was identified 
that the Municipality spent lots of money on repairsand maintenance due to 
aging infrastructure. A different approach wastaken to reduce money spent on 
repairing old infrastructure to ratherdispose them and to procure new service 
delivery machinery. 

• Bulk pure bases a re directly informed by the purchase of electricity from Eskom. 
There isan increase of 13.5%forbulkpurehasesforelectricity. 

• The Municipality hasbudgeted R1 500 000 for Legal costs due to pending cases 
and possible litigation against the Municipality. 

• Finance charges consist of primarily for the repayment of interest on long-term 
borrowing (cost of capital). 

• Other expenditure comprises of various line items relating to the daily operations of 
the municipality 

• Provision for depreciation and asset impairment hasbeen informed by the 
Municipality'sAsset Management Policy. Note thatthe implementation of GRAP 
17 accounting standard has meant bringing a range of assets previously not 
included in the assets register onto the register. This has resulted in a significant 
increase in depreciation relative to previous years. 

• Aligned to the priority being given to preserving and maintaining the Municipality's 
current infrastructure, the 2012/13 budget and MTREF provide forextensive growth 
in the area of asset maintenance, asinformed by the Municipality's infra structure 
masterplan. 
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L6 Capital ExpendHuie 

• Assetsfunded by operational budget a mountsto R4, 667, 000. 

• MIG projects a mountsto R55, 163, 000. 

The bulk of MIG projects is to address water backlog in Ga-Segonyana 
community and wateristhe first priority according to the municipality'sIDP. 

• Capital projectswhich will be financed through borrowings a mountsto 
R60,030,000. 

The bulk of capital borrowing is in respect of upgrading of municipal 
substation. Currently the electricity substation has reached its maximum 
capacity and therefore hinders the development of Ga-Segonyana's 
economy 


fhe following projects wi 

1 be rolled over into 2012/13 financial yean 

Projec t Desc ription 

Successfol 

Bidder 

Project Amount 

Status 

Ditshwoswaneng Water 

Supply Augmentation 

Mola wa 

Godimo CC 

R3 059 036.00 

Awaiting 

evaluation 

The extension of Bankhare- 
Bodulong Main Outfall Sewer 
Line 

Mlavusa and 
Mosa J V 

R3 980 571.00 

Awaiting MM's 
signature 

Resea ling of streets 



Awaiting 

evaluation 

Kagung Bulk Water 
supply 



Awaiting 

adjudication 

Mothibistatd Bulk Water 
supply phase 3 



Awaiting 

adjudication 

Upgrading of internal roads 



Awaiting 

evaluation 


fable SA36 provides a detailed bieakdown of capital projectsfbr2012/13 MfREF. 
1.7 Annual Budget fables 

These tables present the main budget tables as required in terms of section 18 of 
the Municipal Budget and Reporting Regulations. These tables set out the 
Municipality 2012/13 budget and MTRF. See Annexuie A for A1 Budget schedules 
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PARr2 SUPPOPmNG DOCUMEmAHON 


2.1 Budget Process Oveiview 

The Budget process isgovemed by legislation, in particular: 

• Municipal Systems Act, as a mended 

• Municipal Finance Management Act 

• Annual Division of Revenue Act 

• Budget Formats Guidelines 

• MFMA Circular 58 and 59 

• Municipal Property Rates Act 

In terms of section 21 of the MFMA the Mayor is required to table in Council 
ten months before the start of the new financial year (ie. August 2011) a 
time schedule that sets outs the process to revise the IDP and prepare the 
budget. 

The Mayor tabled the budget schedule in October 2011 due to postponed 
of the 25'^'^ August' meeting. 

The IDP review cycle could not take place asschedule to othercommitment 
by both management and council. Floweverthe road shows meeting held 
during May 2012, community needs were considered to be incorporated 
into the final budget. 

On the 31 January 2012, council considered the 2011/12 Mid-year Review 
and Adjustment budget wastabled in council on the 28 February 2012. 

On the 28 March 2012 the Draft 2012/13 Annual Budget MTREF and 2012/13 
IDP wastabled in council 

The final 2012/13 Annual budget MTREF and IDP will be tabled on the 31 May 
2012 . 

In February the Departments were requested to prepare their budgets in line 
with the IDP. During March 2012, Management undertook an extensive 
process of interrogating the Budget proposals by different Departments as 
well as ensuring that the consolidated budget is aligned to the key priorities 
as encapsulated in the IDP. 

Councilors were work-shopped on the March 2012 on these two 
Strategic Plans. This has ensured maximum participation of our Flonoureble 
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Councillors in compilation of these Plans so that upon completion, 
Councillors would be well informed what the two Plans entails, this will also 
make it easy for our Politicians to exercise their political oversight role since 
they would have been part of the whole process from the initial stages. Both 
the budgetand IDP asso required bythe MFMA waspresented to the Mayor 
who in turn tabled them before Council on the 28 March 2012. 

Within seven days afterthe approval of the budget and IDP, in terms of the 
MFMA, these two Strategic Plans were advertised for 21 days for community 
inspection asa way of community participation. 

Community Participation Process 

Also aspart of encouraging and ensuring public participation, asso required 
by relevant legislation, road shows were held from 07^^ May 2012 to 18'^'^ May 
2012 in the thirteen wards to inter-alia: 

• Get community inputs; 

• Ensure a betterunderstanding of community needs; 

• Improve accountability and responsiveness to the needs of our local 
community at large; 

• To create a platform where Government is accountable to its 
Constituency, thereby entrenching the Batho- Pele Principles; and 

• Make the IDP and Budget accessible to the residentsof Ga-Segonyana; 

2.2 Alignmentof Budget with IDP 

IDP is aligned to the Six KPA's for Local Government which is also expressed 
in the Vision and Mission statement of the municipality. The municipal IDP 
provides a five year strategic programme of action aimed at setting short, 
medium and long term strategic and budget priorities to create a 
development platform, which correlates with the term of council. The plan 
aligns the resources and the capacity of the municipality to its overall 
development aims and guides the municipal budget. The IDP enable 
municipality to make the best use of scarce resources and speed up service 
delivery. 

The following highlights the IDP's six strategic objectivesforthe 2012/13 MTREF 
and further planning refinements that have directly informed the compilation 
ofthe budget. 

• To provide democratic and accountable government forlocal 
communities 

• To ensure the provision of servicesto communities in a sustainable manner 

• To promote social and economic development and safe and healthy 
environment 

• To encourage the involvement of communities and community 
organisations in the mattersof local government. 

• Good governance. Financial viability and institutional governance 
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Spatial Development Fra mework 




Community needs that were priorities identified during the Budget/ IDP 
budget roadshows inc luded a mongst others 

• Water 

• Electricity- highmast lights- incomplete projectsand Maintenance of 
street lights 

• Sanitation - Maintenance of toilets 

• Roadsand transport- Maintenance of roads 

• Maintenance of Cemeteries, sportsgroundsand parks 

• Community halls 

• Housing - Incomplete RDP houses 

• Other- job creation and grazing camps 

• Health 

• Education 

• Storm water 

• Maintenance of infrastructure 

The 2012/13 MTREF has therefore been directly informed by the Budget/IDP 
roadshows and the following supporting documents provide reconciliation 
between the IDP and strategic objectives and operating revenue(SA4), 
operating expend iture(SA5) and capital expend iture(SA6). 

2.3 Measurable Performance Objectives and Indicators 

The Municipal Service Delivery Budget and Implementation Plan will be 
submitted to the Mayor by the 18 June 2012 were targets will be set. 
Performance management system is intended to manage and monitor 
service delivery against the identified strategic objectivesand priorities. 

2.3.1. PeribrmarKe indicators and benchmarks 

i. Borrowing management 

Capital expenditure in local government can be funded by capital 
grants, own revenue and long term borrowings. The municipality to 
raise long term borrowing is largely dependent on its 
creditworthiness and financial position. 

Increasing debt and declining collection rate could have a 
negative impact on the future borrowing of the municipality, in 
particular the municipality's ability to meet its borrowing 
obligations. Stringent measure must be put in place to curve the 
increasing debt. 

Comments from Provinc iai Treasury 

• Also during the engagement it was highlighted that the 
municipality will experience a cash deficitof R7.911 million. 
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• Considering that from the total loan amount of R62 million, the 
municipality budgeted R5.570 million for the purchases of 
vehicles, which in most probability the repayments will take 
place during 2012/13 financial year. According to Provincial 
Treasury's calculation (see Appendix A) the interest and 
repayment for the vehicles will amount to R1.370 million for the 
year. Thiswill have a further negative impacton the cash flow. 

• Also from the draft budget assessment, it was indicated to the 
municipality that bulk purchases of electricity will be more than 
the anticipate revenue generated. The future repairs and 
maintenance, depreciation, interest and repayments of the loan 
for electricity will place a huge burden on the electrical 
department. There is no indication if the electrical department 
will bearall the cost and if some cost will be cross subsidized. The 
total loan amount forelectricity amounts to R55 million. 

• Further determining whether the municipality will de able to 
service its long term liability the debtors outstanding for the 
current financial year was considered. Accounts receivable 
older than 90 days as per March 2012 (Source: Ga-Segonyana 
municipality Section 71 report March 2012) amounted to R24.045 
million or 63.6% of the total accounts receivable of R37.797 
million. 

• The above scenario could be a prognosis, based on the 
community's ability to pay and the efficiency of debt 
management strategies, that the municipality might experience 
difficulties in repaying the intended long term liability. 

ii. LiquidHy 

Current ratio is a measure of the current assets divided by the 
current liabilities and at no point in time thisratio should be less than 
1. The ratio forthe 2012/13 is 1.7 which isa good indication thatthe 
municipality's assets exceed the liabilities. 

Liquidity ratio is a measure of the municipality's ability to utilize 
cash and cash equivalent to extinguish orretire itscurrent liabilities. 
The ratio forthe 2012/13 is 1.7. 

iii. Revenue management 

The collection rate of the municipality is standing at 63% as at 30 
April 2012, there is decline in collection rate as compared to 
2010/11 financial year. The cash flow is assumed at 70% of the 
billing. 
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iv. C leditDis management 

The municipality tries to pay its creditors within the legislated 30eipt 
of invoices. The outstanding Sedibeng invoices were as a result of 
unresolved issues after J oe Morolong withdrew from the contract, 
the matter has since been resolved. All outstanding invoices will be 
paid before the end of the financial year. 

V. Other IndkatDis 

• Water Distribution Lx>sses 

Currently the municipality is unable to quantity water distribution 
losses due to the leaking reservoir. See 2.2.3 

• Employee costs 

The employee related costs represents 26.1% of the total budget 
which within the Treasury threshold. The municipality is still faced 
with the challenge filling all the vacant postson the organogram 
to address the IDP goals and objectives. 

• Repaiis& Maintenance 

Repairs and Maintenance equate 8.1 % of the total operating 
budget which is acceptable. The municipality strives to 
maintenance its infrastructure assets to prolong useful live. 

2.3.2. Free Basic Seivices: basic social seivices package fbr Indigent 
households 

For indigenous households, the threshold to qualify for equitable 
share is an income of less than R3 240 and two state pensioners in a 
household do qualify. In terms of the municipality's indigent policy 
registered households are entitled to 6kl free water and SOkwh of 
electricity; 100% of exemption on their property rates; sanitation 
they only pay discounted rate of R1 for basic sewerage service 
and R14.35 per toilets and for refuse removal they only pay only 
discounted rate of R7. 

2.2.3. Roviding clean waterand managing waste water 

The municipality is currently providing water to only three ward out 
of thirteen wards, the rest of the wards is provided by Sedibeng 
Water Both a ville. 

The following is briefly the main challenge focing the Municipality. 

On the 15 December 2009, Ga-Segonyana Local Municipality 
conducted a study to determine the additional demandsforwater 
in the Kuruman and Wrenchville area. The study outlined the need 
foran increase in the bulk storage and the bulk distribution lines. 

i. The study was then followed by a development of a Business 
Plan for the Kuruman Bulk Water Supply. The Business plan was 
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forwarded to Kumba Resources mines and DBSA for possible 
funding. The Business plan was approved as follows; DBSA 
approved R 4 500 000-00, and Kumba Resources approved R 11 
000 000 - 00 . 

ii. At the commencement date of the project detailed 
investigation and studies were conducted. The studies revealed 
the following: 

a. The current location of the Kuruman reservoirisdolomatic 

b. That the reservoir was leaking and that posed a possibility of 
sinkholesdeveloping and posing high risk. 

iii. The Municipality was advised by the consultant not to develop 
next to the existing reservoir. 

iv. Based on studies the municipality had to relocate the Kuruman 
reservoir closer to Bankhara-Bodulong becuase this was the 
closest and stable area in Kuruman. 

V. Based on the studies there was a possibility of potential disaster 
that may occur at the Kuruman reservoir, the Municipality had to 
develop a contingency plan to avoid the disasterand to ensure 
that Kuruman resident have access to water. 

vi. The Bulk water bypass business plan was developed and 
approved. The bypass will be utilized in an event the disastrous 
situation occur whereby the reservoir vanishes into a sinkhole. 
The reservoir will be bypassed and the water will be pumped 
directly into the watersystem. 

vii. The bypass had an estimated project cost of R 10 600 000-00, it 
was then decided that the Kumba resources funds be utilized for 
the bypass project and DBSA funds will be utilized forthe design 
of the Regional bulk project. 

viii. The Kuruman Regional Bulk water project is still on the pre- 
design stage and the funds for R3, 680, 130 will be utilized to 
fund the design and project management aspects of this 
bigger project. The total project a mounts is R 135 000 000-00. 

ix. The business plans have been submitted to the Regional Bulk 
Infrastructure Grant (RBIG) forfunding. 

The municipality's Blue Drop has improved impressively from a meagre 
25.40% (in 2010) to 37.32% (in 2011) and 72.27% (in 2012). 
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2.4 Budget lelated policies 

The Municipality's budgeting process is guided and governed by relevant 
legislation, frameworks, strategies and related policies. 

The budget related policies such as Indigent (Appendix A), Tariff Policy and 
Tariff Schedule(Appendix B), Credit control and Debt Collection (Appendix 
C) policies have been reviewed and amended accordingly. The threshold 
forthe indigent will remain at R3 240. 

• Ropeily Rates policy (Appendix D) 

National Treasury's MFM A CircularNo. 51 deals, interalia with the 
implementation of the Municipal Property RatesAct, with the regulations 
issued by the Department of Co-operative Governance. These regulations 
came into effect on IJ uly 2009 and prescribe the rate ratio forthe non- 
reside ntia I categories, public service infrastructure and agricultural 
properties relative to residential propertiesto be 0,25:1. The 
implementation of these regulations wasdone in the previous budget 
processand the Property Rates Policy of the Municipality hasbeen 
amended accordingly. 

• Budget and Viiement Policy (Appendix E) 

The Budget and Virement Policy aims to empower senior managers with 
an efficient financial and budgetary amendment and control system to 
ensure optimum service delivery within the legislative framework of the 
MFM A and the Municipality's system of delegations. 

• Bulk Contribution Policy(Appendix F) 

This policy provides a framework for the determination of bulk service 
contributions on an equitable basis thereby allowing tariffs to be set at a 
more affordable level and shortening the period of recovery of the 
capital cost of bulk infrastructure, thus reducing long-term debt, improving 
the municipality's balance sheet and its credit rating and further enabling 
the municipality to develop a capital reserve for new and replacement 
bulk infrastructure. 

The following policies have been leviewed and amended accordingly: 

• Asset Management Policy (Appendix G) 

The amendment to the policy is intended to meet requirements G RAP. The 
main objective of the policy is to ensure that assets of the Municipality are 
properly managed and accounted for. 

The GRAP framework is to ensure appropriate financial treatment of the 
assets. The requirements of the new accounting standards included: 

• The compilation of assets registers covering all assets controlled by the 
Municipality. 

• Accounting treatment for the acquisition, disposal, recording and 
depreciation / amortization of assets. 
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The standardsto which financial recordsmust be maintained 




• Supply Chain Policy (Appendix H) 

The amendment to this policy was to be in line with Supply Chain 
regulation which came into effect asfrom 07^^ December2011. 

• Funding and Reseive Policy (Appendix I) 

The municipality's objective is to maintain, through proper maintenance 
and replacement measures, existing levels of service and to improve and 
implement services which are neglected or non - existent. 

The municipality, however, recognises the importance of providing to the 
municipality itself, as well as its creditors, financiers, staff, and general 
public a measure of protection forfuture losses, as well as providing the 
necessary cash resources for future capital replacements and other 
current and non-current liabilities. 

This policy aims to provide for such measure of protection by creating 
certain reserves. 

• Bonowing Policy (Appendix J ) 

This policy addresses all relevant principles and processes to be followed 
when obtaining short- and long-term Borrowing, to ensure sufficient 
management of Borrowing. The objectives of this policy are to ensure 
optimal performance with the lowest posible risk through managing the 
Borrowing, and to ensure accountability, responsibility and transparency 
throughout the process. 

• Cash Managementand Invesbneiit Policy (Appendix IQ 

The objectives of the policy are to ensure optimal performance with the 
least possible risk, in managing and investing the cash resources of the 
municipality and to ensure transparency, accountability and appropriate 
lines of responsibility in the process. 

2.5 BudgetAssumptions 

• External factors 

Due to the recent month of the domestic strikes the domestic economy 
has lost momentum and unemployment is on the rise that resulted on the 
customer's ability to pay their municipal bills. This resulted in declining cash 
flowsof the Municipality aswell increase in outstanding debt. 

• The interim valuation roll must be implemented according to the MPRA 
2004. However, the first R25 000 on Residential property per household will 
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be exempted and the indigent qualifies for exemption subject to 
application. 

• Price movementsof bulkpurchase - electricitytariffisincreased by 11.03% 
asNERSA guidelines. 

• Plans and budgetsof diffe rent spheres of govern me nts have been taken 
into consideration when the 2012/13 budget wascompiled. 

• Collection rate: Currently the municipality collects only in Kuruman town 
and Wrenchville, there is a challenge to collect at Mothibistad because 
ESKOM supplierof electricity in Mothibistad. 

2.6 Funding the budget 

This gives an indication of the Municipality's overall budget as well as 
sourcesof funding. 

SUMMARY: INCOME AND EXPENDTIURE 

The following summary of the operational budget shows the income and 
expenditure underthe different subheadings: 



Budget 2012/ 13 

Rand 

% of Total 

Operating 

Expend Huie 

Income 

196,186,115 



Expend ituie 

Employee related costs 

51,231,098 

26.75% 

Remuneration of Councillors 

6,204,903 

3.28% 

Debt impairment 

1,484,360 

0.78% 

Depreciation 

13,017,500 

6.80% 

Finance charges 

7,136,830 

3.73% 

Audits costs 

3,288,100 

1.72% 

Legal costs 

1,500,000 

0.78% 

Insurance 

3,098,650 

1.62% 

Sedibeng 

16,559,069 

8.65% 

Bulk Purchases- Electricity 

49,401,335 

25.79% 

Security Services 

1,639,620 

0.93% 

Delegations 

785,000 

0.41% 

General expenses 

19,726,150 

6.94% 
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Repairs and maintenance 

15,942,110 

8,32% 

New connections 

504,390 

0.26% 

Total Operating Expendituie 

191,519,115 


Operating Surplus 

4,667,000 


Capital expendituie funded from 
operational budget 

(4,667,000) 


Surplus/ (Deficit} 

- 



GRAmS 

The following grants are reflected in the budget as gazetted in the Division 
of Revenue Act: 

Operational Budget 

National Government 

• Equitable share 

• DWA 

• MSIG 

• FMG 

• EPWP 

Northern Cape Province: 

• Library Development 


Capital Budget 

• MIG 
Total Grants 


EQUnABL£ SHARE 

The equitable share of R65 874000 isallocated asfollows: 


R 65 874 000 
R 1 481 000 
R 800 000 
R 1 500 000 
R 1 000 000 


R 932 000 


R 55 163 000 

R126 750000 


DESCRIPTION REM 

VOTE NUMBER 

AMOUINTT 

Council 

020 

R 8 783 943 

Water 

380 

R 13 324 416 

Electric ity 

410 

R 25 395 633 

Sewerage 

420 

R 5 069 783 

Cleansing 

480 

R 8 456129 

Sanitation 

485 

R 3 704 837 
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Funding compliance measuiement 

National Treasury requiresthe municipality to assess its financial sustainability 
against different measures that lookat various aspects of financial health of the 
municipality. The following measures a re contained in SA 10, each of the 
measures a re discussed below. 


i. Cash/Cash equivalent position 

The Municipality forecast a positive cash position asperthe budgeted cash 
flow statement for 2012/ 13 MTREF. The forecasted cash and cash equivalent 
for the 2012/13 MTREF is R842, 000. 

ii. Cash plus investment less application of funds 

The purpose of this measure is to understand how the municipality has 
applied the available cash and investments as identified in the budgeted 
cash flow statement. 

iii. Cash yea rend/ monthly employee/ supplier payments 

The purpose ofthis measure is to understand the level offinancial risk the 
municipality would faced with due to declining collection rate. The ratio for 
the 2012/13 is0.1%which is not satisfactory and it impliesthatthe 
municipality not receive on month services it will not be able to pay salaries 
and creditors. 

iv. Suiplus/ (Defic it) exc luding deprec iation ofl^ts 

The main purpose of this measure is to understand if the revenue levelsare 
sufficient to conclude thatthe community is making sufficient contribution 
forthe municipal resourcesconsumed each year. Forthe 2012/13 MTREF the 
municipality shows a surplusofthe R59, 830 after offsetting the depreciation. 

V. Cash receipts a percentage of Ratepayerand Other revenue 

The purpose ofthis measure is to calculate the rate of funds collected from 
current billing and arreardebtors. The collection of the municipality forthe 
2012/13 is69.8%which isa main concern. The municipality hasdeveloped an 
enhancement strategy to improve revenue collection. 

vi. Debt impaimient expense as a percentage of total billable revenue 

The factormeasureswhetherthe provision fordebt impairment is being 
adequately funded and isbased on the underlying assumption thatthe 
provision fordebt impairment. The municipality has made a provision of Rl,3 
million due to increasing in the outstanding. 

vii. Capital paymentsa percentage of capital expenditure 

Thisratio calculateswhetherthe municipality is spending on itscapital 
budget according to its budgeted cash flow. Currently the municipality 
spent 67% of itscapital budget. 
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viii. Bonowing receiptsa percentage of capital expendituie (excl. tiansfeis) 

The purpose of this measurement is to determine the proportion of a 
municipality's "own funded" capital expenditure budgetthat is being 
funded from borrowed fundsto confirm MFMA compliance. Currently the 
ratio is 92.8% 

ix. Giants as a percentage of Govt legislated/ gazetted allocations 

The purpose of this measurement is mainly to ensure thatall available 
transfers from National and provincial government have been budgeted for. 
The ratio islOO%which means thatthe municipality has budgeted forall 
transfers. 

X. Repaiisand Maintenance as a percentage of Property Plant & Equipment 

This indicator provides information on the amount of fundsallocated to the 
Repairand Maintenance of municipal assets. Currently the ratio of repairs 
and maintenance is8.3%which isacceptable and 1.7%towards Repairs and 
Maintenance asa percentage of Property Plant & Equipment. 


2.7 Disclosuie on Salaries, Allowancesand Benefits 


Remuneration package for section 56 & 57 managers 


Description 

Munk ipal 
Manager 

Financial 

services 

manager 

Coipoiate 

Admin 

Manager 

Tec hnical 

services 

manager 

Community 

Seivke 

Manager 

Package 

959 311.50 

767 449.20 

767 449.20 

767 449.20 

767 449.20 

TOTAL 

959 311.50 

767 449.20 

767 449.20 

767 449.20 

767 449.20 


REMUNERATION PACKAGES PORCOUNCILIDRS 


MAYO R (C HAIRPERSO N) 

2011/12 

Total Remuneration 

611 895-00 

Article 5 Salaries 

458 921-00 

Article 10(b) Cellphone 

18 840-00 

Article 6(a) Travelling allowance 

152 974-00 

Total salary per annum 

630 735-00 

Monthly 

52 561-25 

Benefits: 

TOTAL 

Article 11(a) Pension 15% 

68 838-15 

Article 11(b) Medical Aid 

17 280-00 

Total maximum per annum 

86 118-15 

Monthly 

7 176-51 
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SPEAKER 

2011/12 

Total Remuneration 

489 516 

Article 5 Salaries 

367 137-00 

Article 10(b) Cellphone 

18 840-00 

Article 6(a) Travelling allowance 

122 379-0 

Total salary per annum 

508 356-00 

Monthly 

42 363-00 

Benefits: 


Article 11 (a) Pension 15% 

55 070-55 

Article 11(b) Medical Aid 

17 280-00 

Total maximum perannum 

72 350-55 

Monthly 

6 029-00 

EXEC UnVE C OMMmEE 

2011/12 

Total Remuneration 

252 407-00 

Article 8 Salaries 

189 305-25 

Article 10(c) Cellphones 

11 748-00 

Article 9(a) Travelling allowance 

63 101-75 

Total salary perannum 

264 155-00 

Monthly 

22 012-92 

Benefits: 


Article 11(a) Pension 15% 

28 395-79 

Article 11(b) Medical Aid 

17 280-00 

Total maximum perannum 

45 675.79 

Monthly 

3 806.32 


OlHER PART-UME COUNC ILIDRS 

2011/12 

Total Remuneration 

183 569-00 

Article 8 Salaries 

137 677-00 

Article 10 (c) Cellphones 

11 748-00 

Article 9(a) Travelling allowance 

45 892-00 

Total salary perannum 

195 317-00 

Monthly 

16 276-42 

Benefits: 


Article 11(a) Pension 15% 

20 651-55 

Article 11(b) Medical Aid 

17 280-00 

Total maximum perannum 

37 931.55 

Monthly 

3 160-96 


Note: Benefits are included in the lemuneiation package - for all Councillors. 
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2.8 Cash Row Management 

Cash flow management and forecasting isa critical step in determining if 
the budget is funded overthe medium-term. The table below isconsistent 
with international standards of good financial management practice and 
also improvesunderstandabilityforcouncillorsand management. Some 
specific features include: 

• Clearseparetion of receiptsand payments within each cash flow 
category; 

• Clear separation of capital and operating receipts from government, 
which also enables cash from Ratepayers and other to be provide for as 
cash inflow based on actual performance. In otherwordsthe actual 
collection rate of billed revenue, and 

• Separation of borrowing and loan repayments (no set-off), to assist with 
MFMA compliance assessment regarding the use of long term borrowing 
(debt). 

2.9 Contracts having future budgetaiy implications 

In terms of the Municipality's Supply Chain Management Policy, no 
contracts have been awarded beyond the medium-term revenue and 
expenditure framework (three years). In ensuring adherence to this 
contractual time frame limitation the municipality will ensure that all tenders 
advertisement does not go beyond the medium-term revenue and 
expenditure framework and all reports submitted to either the Bid 
Evaluation and Adjudication Committees must obtain formal financial 
comments from CFO. 

2.10 Lfigisiation Compliance Status 

The promulgation of the Municipal Finance Management Act 56 of 2003) 
has without doubt, enhanced efficiency and control measures to local 
government in terms of budgeting monitoring and accounting of public 
funds. The MFMA has created has created a profound effect on the local 
government operations that required trensformation in financial discipline 
and planning processes. The budget preparation for2012/13 hassurpassed 
most of these key requirements. 

The MFMA has created clear standards of operating for local government 
that complies or conforms to the International Standards of reporting. The 
municipality's reporting to Provincial Treasury has been substantially 
complied with. The monthly reports and quarterly returns have been 
submitted on time to both National and Provincial Treasury. 

In its endeavors to comply with the MFMA, Council has an approved Supply 
Chain Management Policy. The policy was developed as per the 
guidelines provided by the National Treasury, so that it can achieve the 
prescribed results of regulating the Supply Chain Management 
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environment within the municipality. In addition the municipality has 
developed the following policies: Cash Management and Investment; 
Borrowing and Funding and Reserve. 


2.11 CAPTIAL EXPENDTHJRE DEIAILS 

MIG IHREE YEAR PLAN 



2012/2013 

2013/2014 

2014/2015 

ITEM 

Amount 

Amount 

Amount 





Bankhara-Bodulong outflow 
sewer 




Magojaneng and Seeding 
water ext: phase 2. 

R 3,844,688.00 

R 8,802,352.00 


Maruping water feasibilty 

- 

- 


Kagung/west derby Water 
supply 

R 185,824.64 



Highmast lights ward 1-9 

R 8,315,441.87 

R 437,654.84 


Mapoteng water extentions: 
phase 2 

R 3,973,529.14 



Mothibistad Phase 2 




Mothibistad Phase 3 

R 11,011,309.60 

R 4,704,514.75 

R 15,495,907.33 

Ditshoswaneng water 
supply 

185,020.24 



Community Hall: Kagung 

R 181,381.13 

- 


Community Hall: Ncweng 

R 181,381.13 

- 


Community Hall: Batlharos 

R 181,381.13 

- 


Seven Miles 




Vergenoeg water 
reticulation 

R 5,226,488.52 



Maruping/Batlharos : 

External and Water 
distribution: Phase Two 

R 7,941,279.35 

R 12,329,300.60 

R 13,523,494.55 

Gantatelang water 




Bankhara-Bodulong water 

7,895,684.65 

R 415,562.35 
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Surface of collector street 
within Mapoteng & 
Mothibistad 


R 5,995,597.00 

R 3,994,997.00 

Upgrading of Bulk Water 
Supply, Network 

Extensions, Stand Pipes and 
Refurbishment: Ward 7 


R 17,858,278.00 

R 4,775,599.69 

Gasebolao water supply 


R 2,102,342.40 


Mokalamosesane water 
supply 



R 1,902,395.64 

Thamoyanche water supply 



R 1,778,962.66 

Vergenoeg community hall 


R 3,446,241.37 

R 181,381.13 

Upgrading of internal road: 
Batlharos 

R 4,639,590.60 

R 498,156.69 


Maruping sanitation 




Batlharos sanitation 



R 8,450,632.00 

PMU 

R 1,400,000.00 

R 1,600,000.00 

R 11,450,630.00 

TOTAL VALUE OF 
PROJECTS 

R 55,163,000.00 

R 58,190,000.00 

R 61,554,000.00 

APPROVED MIG 
ALLOCATION 

R 55,163,000.00 

R 58,190,000.00 

R 61,554,000.00 


ASSETS FUNDED FROM INCOME 


DESCRIPTION 

AMOUNT 

COMPUTERS 

11,000 

PRINTER 

1,500 

OFFICE CHAIRS 

1,500 

LARGE PUNCH 

800 

FILLING CABINETS 

15,000 

FURNITURE 

10,000 

FURNITURE & EQUIPMENT 

5,500 

RADIOS 

5,000 

VEHICLE SHOCK BRAKER 

15,000 

PREMESIS- RADIUS TEST 

300,000 

FURNITURES EQUIPMENT 
CHLORINE PUMP- W/VILLE 

50,000 

RESERVOIR 

200,000 

FURNITURE & EQUIPMENT 

5,000 

TQQLS& EQUIPMENT 

5,000 
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DISING MACHINE/RODS 
SECURE ROOM FOR CABLE 
FAULT CABLE TRACE 
FURNITURE & EQUIPMENT 
DRILLING MACHINE 
YARD LIGHTS 
NEW TRANSFORMER 
PUMPS WATER/SEWER 
TOOLS & EQUIPMENT 
TELEMETRY SYSTEM 
IRRIGATIQN LINE MQTHIBISTAD 
DESK 
CHAIRS 

AIR-CQMPRESSQR 
SIDE CUTTERS X2 
INDUSTRIAL LAWN MQWER 
MIG CQUNTER FUNDING 

TOTAL NEW ASSETS 


25.000 

50.000 
600,000 

5.000 

23.000 
100,000.00 

400.000. 00 

300.000 

20.000 
60,000 

160.000. 00 

4.000 
2,700 

22,000 

25,000 

245.000 
2,000,000 
4 , 667,000 
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C APHAL BUDG ETPOR 201^ 13 


DESCRIPnON 


lx>an 

Period 

Inteiest 

Rate 

Inteiest 

Redemption 

total 

101ALDEErr 
END OF 
lERM 

Fire 

4x4 Vehic les 

350,000 

5 

7% 

24,500 

70,000 

94,500 

472,500 


1btal 

350,000 



24>500 

70,000 

94>500 

472,500 


Sewer 

Aerators 

Kunjman 

950,000 

20 

7% 

66,500 

47,500 

114,000 

2,280,000 


total 

950,000 



66,500 

47,500 

114,000 

2,280,000 


Electricity 

Upgrading of 
Mun 

substation 

50,000,000 

20 

7% 

3,500,000 

2,500,000 

6,000,000 

120,000,000 


Upgrade mini 
substation 

2,000,000 

5 

7% 

140,000 

400,000 

540,000 

2,700,000 


Refurbishment 
of low 
voltage line 

2,000,000 

5 

7% 

140,000 

400,000 

540,000 

2,700,000 
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Installation of 
kickerpost 

1,000,000 

5 

7% 

70,000 

200,000 

270,000 

1,350,000 


Ibtal 

55,000,000 



3,850,000 

3,500,000 

7,350,000 

126,750,000 











Traffic 

Bakkies 

320,000 

5 

10% 

32,000.00 

64,000 

96,000 

480,000 


Ibtal 

320,000 



32,000 

64>000 

96,000 

480,000 


Parks and 1RAC1DR& 

Recreation TRAILER 

450,000 

5 

7% 

31,500 

90,000 

121,500 

607,500 

Compactor 

Truck 

1,100,000 

5 

7% 

77,000 

220,000 

297,000 

1,485,000 

Total 

1,550,000 



108,500 

310,000 

418,500 

2,092,500 


C lea sing 

New sewer 
truck 

1,200,000 

5 

7% 

84,000 

240,000 

324,000 

1,620,000 


Total 

1,200,000 



84>000 

240,000 

324,000 

1,620,000 
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Cemetries 

TIB For 

Graves 

500,000 

5 

7% 

35,000.00 

100,000 

135,000 

675,000 

IX Ba kkie 

160,000 

5 

7% 

11,200.00 

32,000 

43,200 

216,000 


Total 

660,000 



46,200 

132,000 

178,200 

891,000 



TOTAL 

CAPHAL 

BUDGET 

60,030,000 



4,211,700 

4,363,500 

8,575,200 

134,586,000 


Total Capital Budget is R119, 860,000.00 
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